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1. Introduction
The Islamic nations of the Middle East have had to reconcile their legal
systems based on the Koran with the legal systems developed by western
nations as interrelations among nations and in commerce have expanded in
the last century. Those countries bordering the Mediterranean went through
this procedure in the nineteenth and the beginning of the twentieth centuries
and, in large measure, developed a system based upon the French pattern.
The countries of the Arabian Peninsula did not participate in that devel-
opment because they were outside the flow of commerce and were not then
sufficiently important to warrant full colonial administration with a con-
comitant imposition of the legal system of the colonising power. Some
legislation did originate via the British presence but such legislation in most
instances applied only to British subjects and only while the special treaty
relations existed between the countries on the Arabic Gulf, (Sultanate of
Oman, Bahrain, Kuwait, Qatar, and the United Arab Emirates) and the
United Kingdom. (The United Arab Emirates was formerly known as the
Trucial States.) When British jurisdiction ended in 1971 (earlier for Kuwait
and the Sultanate of Oman), the British legislation also ended, except in
those cases where parallel legislation had been enacted locally.
As the countries of the Arabian Peninsula have become wealthy and
involved in the mainstream of international trade and commerce, they have
had to develop institutions and procedures through which they could in-
teract with the western world. Each of these countries has made its ap-
proach differently, depending on its particular social, political and eco-
nomic attributes.
*Member of the New York Bar; residing and practicing in the Sultanate of Oman and the
United Arab Emirates. The author acknowledges with appreciation the assistance of Henry
Lesser of the New York Bar in the preparation of this article, which reflects the laws and
practice in the Sultanate of Oman through September 30, 1978.
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The entry of the Sultanate of Oman into the modern world has, perhaps,
been more precipitous than those of its neighbors because of the decision on
the part of its prior ruler to keep the modern world at bay. This isolation of
the country ended when the present ruler, Sultan Qaboos bin Said, deposed
his father in July 1970. In the eight years since Sultan Qaboos came to
power, Oman has had intimate and continuing contact with western institu-
tions and has adapted them to develop its business enterprises and accom-
modate these institutions in what had been a traditional Koranic legal sys-
tem.
In its legal development, Oman has taken a middle course as compared
with its principal neighbors, Saudi Arabia and the United Arab Emirates.'
Oman has adopted a series of laws to create a legal structure to accommo-
date modern business methods which are not as complex as those of Saudi
Arabia, but are far more encompassing than those of the Emirates. On the
other hand, Oman has created a quasi-judicial organization to supplement
the Islamic courts which is not the equivalent of the relatively secularized
Islamic courts of the United Arab Emirates, but nevertheless represents far
more than what has been done in Saudi Arabia, where the only judiciary is
the traditional Islamic system.
Although English is the "business language" in Oman, Oman requires
that all documentation relating to the formation and registration of compa-
nies filed with the government be in Arabic. This should be expected but has
come as a surprise to many foreigners setting up businesses in the Sultanate.
The laws which principally affect the structure and direction of business
enterprises have an integrated and interrelated effect which may not have
been originally planned. These laws mesh in a cohesive and consistent sys-
tem which has closed most of the loopholes through which foreign interests
avoided submission to Omani jurisdiction and control. As a result of them,
it is no longer desirable for foreign interests to operate in Oman, either
directly or with local interests, without knowing the laws and complying
with them.
It is not the purpose of this article to provide a review of all legislation
that would affect business operations in the Sultanate, but rather to ex-
amine the laws which control how a foreign interest can engage in business.2
These are the Income Tax Decree 1971, as amended, ("Tax Decree"), 3 the
Foreign Business and Investment Law, as amended ("FBIL"),' the Com-
'The other country bordering Oman is the People's Democratic Republic of Yemen (the
former Aden Protectorate).
'Not considered here, for example, are the Labour Law of 1973 and the Workman's Com-
pensation Law, OFFICIAL GAZETTE OF THE SULTANATE OF OMAN, No. 127, June 15, 1977
[hereinafter cited as O.G.S.O.].
'income Tax Decree issued December 8, 1971, as amended by Royal Decree 21/75,
O.G.S.O. No. 82, July 1, 1975, and by Royal Decree 65/77, O.G.S.O. No. 134, October 1,
1977.
'Official citation not available, as amended by Royal Decree 2/77, O.G.S.O. No. 118,
February I, 1977, and by Royal Decree 16/78, O.G.S.O. No. 145, April 15, 1978.
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mercial Register Law,' the Commercial Companies Law ("Companies
Law") as amended6 and the Commercial Agencies Law ("Agencies Law").'
The tribunal before which commercial matters would be brought is the
Committee for the Settlement of Commercial Disputes, a quasi-judicial
body having jurisdiction in commercial matters, which was created by the
Companies Law.'
I. Doing Business in Oman
Foreigners may do business in the Sultanate through a branch of a for-
eign business or by forming an Oman company.9 As indicated below, a
branch operation may be conducted only as an exception to the general
requirement that trade or business may be conducted in the Sultanate only
through an Omani company.'
As a general proposition, all foreigners engaged in trade or business in the
Sultanate must comply with the FBIL (or be exempt therefrom) and must be
registered in the Commercial Register, even if exempt from the FBIL. To
the extent that foreigners are not exempt from the FBIL, they must form an
Omani company pursuant to the Companies Law. Thus these three laws,
the FBIL, the Commercial Register Law and the Companies Law must be
viewed together and their procedural requirements must be undertaken as a
package - that is to say that in filing documentation with the Ministry of
Commerce and Industry ("Ministry of Commerce") to form a company,
the filing package will include the FBIL application, the constitutive con-
tract of the company, and the application for registration in the Commer-
cial Register.
A. The Foreign Business and Investment Law
The FBIL is the keystone of the legal framework through which for-
eigners are permitted to operate in the Sultanate of Oman and requires such
operations to be conducted through an Omani company with Omani equity
participation." Its purpose is to control foreign participation in the Omani
economy and its principal effect is to prohibit foreigners from engaging in
trade or business in Oman or acquiring an equity interest in an Omani
business without authorization from the Ministry of Commerce.
"Doing business in Oman" is not specifically defined in the FBIL. How-
ever, the statute is all-encompassing and any activity performed in the
'Royal Decree 3/74, O.G.S.O. No. 56, Supp. June I, 1974.
'Royal Decree 4/74, O.G.S.O. No. 56, Supp. June 1, 1974, as amended by Royal Decree
54/75, O.G.S.O. No. 93, January 1, 1976.
'Royal Decree 26/77, O.G.S.O. No. 126, June 1, 1977.
'Commercial Companies Law arts. 173 et seq [hereinafter referred to as Comp. L.].
'In addition, business may be done through a distributor or agent in accordance with the
Commercial Agencies Law. See section 11 D infra.
'F.B.I.L. art. 3(a).
"Id. art. 3.
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expectation of profit and not specifically exempted from the FBIL consti-
tutes trade or business. I2 The scope of the coverage can be determined from
FBIL Art. 5(b) which provides that the following are not engaging in trade
or business in the Sultanate:
(a) Service or employment of a natural person.
(b) A representative office of a foreign bank which does no banking
business in the Sultanate.
(c) A foreign business which has no permanent establishment in Oman
and has no officer, director, employee or agent' 3 in the Sultanate for
more than 30 days in any calendar year and which transacts no busi-
ness in the Sultanate through any such person while such person is in
the Sultanate.
(d) A foreign business which has no permanent assets or personnel in the
Sultanate and has only isolated transactions.
(e) A foreign press representative.
(f) A foreign company providing international transportation by air or
sea provided that it does not engage in any domestic transportation
within the Sultanate.
In addition to the activities which are deemed not to constitute engaging
in trade or business, FBIL Art. 6 exempts the following activities from the
requirement that an Omani company be formed with equity participation
by Omani nationals:"
(a) Acting pursuant to contracts with the government or its agencies.
(b) Engaging in a project declared to be an Economic Development
Project.'I
(c) Engaging in a profession declared to be a profession of critical need
and shortage by the Council of Ministers.
6
(d) Banking by foreign banks.' 7
(e) Engaging in any activity exempted by Royal Decree.
In the case of the exemption of activities pursuant to government con-
tracts, the exemption applies only to activities directly pursuant to the con-
tract. If the company were engaged in any private sector work, that work
would have to be performed in accordance with the FBIL.
"Id. art. 5.
"Although not stated, it is likely that a foreign company having an Omani commercial agent
within the meaning of the Commercial Agencies Law (see section 11 D infra) would not be
deemed to be engaged in trade or business in the Sultanate for purposes of the F.B.I.L..
"The F.B.I.L. only exempts those companies from the requirement of forming an Omani
company with equity participation by Omani nationals but does not exempt them from the
other requirements of the F.B.I.L. Current practice by the Ministry of Commerce is to treat
such companies as exempt from all provisions of the F.B.I.L.
"The Minister of Commerce may, in his discretion, declare a project to be an Economic
Development Project. F.B.I.L. art. 10.
"Current practice is to so treat all professions even though there has been no such declara-
tion.
"Foreign banks must be licensed by the Central Bank of Oman. The Banking Law of 1974,
art. 4-2.01, O.G.S.O. No. 73, Supp. February 15, 1975.
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Each application submitted to the Ministry of Commerce for permission
to form such a company is to be reviewed by the Committee on the Invest-
ment of Foreign Capital which makes its recommendation thereon to the
Ministry of Commerce on the basis of the following criteria: 8
(a) the usefuless of the project;
(b) the amount of capital to be invested; and
(c) the proportion of Omani equity participation.
Any company to be formed in which there would be foreign equity partic-
ipation must have a minimum paid-in capital of R.O. 150,000' or such
greater amount as may be set by the Committee on the Investment of
Foreign Capital."0 In addition, the Committee is to set the minimum equity
participation of Omani nationals which may not, in any event, be less than
thirty-five percent."
In addition to the foregoing requirements, the Minister of Commerce
may, at his discretion, require the company to obtain a bank guarantee in
such form and amount as he specifies. Generally, this guarantee must be
obtained from a local bank in an amount equal to the equity capital to be
contributed by the foreign participants. Such guarantee is normally for a
period of one year and is payable to the Ministry of Commerce on de-
mand.2
B. The Commercial Register
All relevant information relating to businesses conducted in the Sultanate
must be logged in the Commercial Register which was established by the
Commercial Register Law. 3 All companies doing business in Oman and
each of their branches and offices must be registered in the Commercial
Register of the district in which each of them does business.2" The central
office of the Commercial Register is in Muscat and regional offices may be
established by the Ministry of Commerce from time to time.25 At present
there is one regional office for Dhofar Province in Salalah.
"F.B.I.L. arts. 8, 9. The Committee is under the chairmanship of the Undersecretary of
Commerce and Industry and has representatives from the Ministry of Agriculture, Fisheries,
Petroleum and Minerals, the Directorate General of Finance, the Development Council and
the Oman Chamber of Commerce & Industry. Royal Decree 16/78 amended the F.B.I.L. to
permit the Committee to allow the formation of companies with a minimum paid in capital of
R.O. 30,000 for certain small businesses.
"Rial Omani I = U.S. $2.87.
2 ld. art. 3(b).
'Id. art. 3(c).
2Id.art. 3(d). This guarantee is in addition to the actual equity contribution by the foreign
participants. Thus if the foreign interest is to be R.O. 100,000, that amount must be deposited
with the bank for the company in formation and, in addition and independently, the bank
must issue its guarantee to the Ministry of Commerce in that amount.
"Comm. Reg. L. art. 1.
"Id. arts. 9, 11.
"Id. art. 3.
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Companies,26 foreign and Omani, are required to file their constitutive
contracts and information concerning their activities in the Sultanate, in-
cluding the name, specimen signature and scope of authority of each person
authorized to sign for the company."7 The public has a right of access to the
registered information and may obtain extracts on payment of the pre-
scribed fee. 8 The Commercial Register provides conclusive evidence of any
data registered therein whenever a law of the Sultanate so specifies. Regard-
ing the existence and scope of authority of authorized signatories for a
company, the Commercial Register Law specifies that the information in
the Register is conclusive proof of such authority as to third parties acting in
good faith. 9
C. Companies Law
The Companies Law provides for five forms of companies: general part-
nerships, limited partnerships, joint ventures, limited liability companies
and joint stock companies."0 It follows the civil law concept that a company
is a contract which requires two or more persons.' The limited liability
company and the joint stock company follow the pattern of the socidet d
responsabilite" limite" and socioti anonyme, respectively.32
Except for the joint venture, each form of Omani company is a juristic
person entitled to sue and own property and contract in its own name
provided the company has been registered in the Commercial Register." As
in common law jurisdictions, general partners are jointly and severally
liable for debts of a partnership. Limited partners and shareholders of
limited liability and joint stock companies are liable only for the unpaid
part of their capital contributions.3 4
A joint venture, however, has no separate juristic personality and does
not, in fact, exist except as between the parties.33 It may not have a name,
all activities having to be done in the name of one or more of the venturers.
'Registration and filings are also required from merchants except for those individuals
engaged in agriculture, fishing or crafts who have minimal general expenses. Id. arts. 5-7.
"Id. arts. 9, 13.
"Id. art. 2. However, unless the Commercial Register number is known, finding the infor-
mation may be difficult because the filing system is based upon the number and date of
registration and there is no alphabetical cross-reference.
"Id. arts. 2, 14.
"Comp. L. art. 2.
"Id. art. 1; not less than three for joint stock companies. Id. art. 56.
"Although patterned after the civil law corporations, many aspects of common law corpo-
rate practice have been included. Because Omanis have been primarily exposed to British
business practices and procedures, there have been certain difficulties in the application of
certain provisions of the Companies Law such as the fact that limited liability companies do
not have directors or a board of directors.
"Comp. L. arts. 3, 6.
"Id. arts. 28, 46, 56, 136.
"Id. arts. 51-55.
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It is not found in the Commercial Register.36 To the extent that the existence
of the joint venture is disclosed to a third party who is thereby induced to
enter into a contract with the joint venture or one or more of its members,
each of the joint venturers shall be liable in the same manner as if the
venture were a general partnership and each of them a general partner. It
would appear that the Ministry of Commerce would consider the joint
venture to be appropriate only as a vehicle for a specific finite project.
As indicated above, a company is a contract and the charter document is
referred to in the Companies Law as the constitutive contract and, for joint
stock companies, as articles of incorporation. This document must specify
the name, duration, capital, objects and management of the company. If it
does not specify the share of profits and losses of each member, these will
be proportionate to their respective share of capital and, in the absence of
an agreement to the contrary, the contribution to the capital of a company
by each member shall be deemed to be of the same value. 7
The constitutive contract of a company is one of the documents which
must be submitted with the FBIL application and the application for regis-
tration in the Commercial Register.3" Although the Companies Law re-
quires prior approval of a constitutive contract by the Ministry of Com-
merce only in the case of a joint stock company,39 the Ministry will not
permit the formation of any company unless it has approved the form and
substance of the constitutive contract. In addition, current practice is not to
permit the formation of companies whose duration is to be less than five
nor more than seven years. The theory is that at the end of the specified
period an application for extension or renewal can be filed. There is no
statutory authority for this, nor has there been any experience with exten-
sions, since this practice has been followed for only two years.
The Companies Law imposes no restriction on the objects of companies
other than to specify in Article 5 that only joint stock companies may
engage in insurance, solicitation of savings or capital, investments for third
parties, banking and air transportation. The Ministry of Commerce will not
give FBIL approval to any company having more than one object, taking
the view that each such object should have separate FBIL approval and
that, therefore, a separate company should exist for each." ° In addition, no
FBIL approval would be given to any company whose object was trade,
importation or agency business.'
To form a company, the executed constitutive contract with the executed
applications for authorization under the FBIL and for registration in the
3
.Joint venturers who are active participants in the business must be registered in the Com-
mercial Register in their own name. A "silent partner's" identity need not be disclosed.
"Comp. L. arts. 12, 13.
'
8 F.B.I.L. art. 7, Comm. Reg. L. art. 9.
"Comp. L. art. 59.
'Careful draftsmanship can, to a large extent, avoid this problem.
'See Commercial Agencies Law, section 11 D infra.
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Commercial Register must be filed with the Ministry of Commerce, to-
gether with the bank guarantee in the amount of the foreign member's
investment and a bank certificate of the amount of funds which has been
deposited by the members. This amount may not be less than the minimum
paid-in capital required for the particular form of company - R.O.
150,000 where there are foreign members.
Because there are no real advantages to the formation of partnerships, 2
the normal vehicle for a foreign investor will be the limited liability com-
pany ("L.L.C.") or the joint stock company ("S.A.O."). These two forms
of companies will be the only ones discussed. 3
1. THE LIMITED LIABILITY COMPANY
The L.L.C. is the form of company which is and should be used by most
foreigners wishing to engage in business activity in the Sultanate. It is
essentially an incorporated partnership with transferable, but non-
negotiable, shares. Its essential feature is that the Companies Law assumes
a close working relationship among the members of the company.
Among the salient features of the L.L.C. are that there may not be more
than thirty members and that the assignment of shares is subject to a statu-
tory right of first refusal by the other members and the company." Manage-
ment of the L.L.C. is vested in one or more managers who must be natural
persons who do not act as a "board," but simply in accordance with the
authority, joint or several, that they have been granted. Unless any limita-
tion has been recorded in the Commercial Register, each manager has the
right to bind the company."
While the manager concept which is derived from the civil law "gerant"
is flexible and operates with a minimum of formality and red tape, the
concept is troublesome because each manager has the same ostensible au-
thority. If there is more than one manager, some formal structure must be
set up to insure consistency of action by the managers. Any limitation on
"Partnerships are taxed in the same manner as limited liability companies and joint stock
companies. See section III infra.
"The general and limited partnerships conform to generally accepted common law princi-
ples. However, there have been instances where the Ministry of Commerce has refused to
authorize a constitutive contract to provide that the capital of the limited partner should be
repaid in its entirety to the limited partners on dissolution prior to the distribution of capital -
this was deemed "unfair" and all partners were required to share gains and losses pro rata
according to their interest in the partnership without distinction between general and limited
partners.
"Comp. L. arts. 136, 143-48. The appointment of auditors is optional unless the constitutive
contract requires such appointment, there are more than ten members, the equity capital
exceeds R.O. 50,000 or such appointment is requested by a member or members representing
one-fifth of the capital. Id. art. 157. Since the minimum capital for a company having foreign
equity interests is R.O. 150,000, all such companies must have auditors.
"Id. arts. 151-53.
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the right of a manager to act alone must be recorded in the Commercial
Register to be binding on third parties."
The minimum authorized capital for an L.L.C. is R.O. 10,000, all of
which must be paid in on subscription, represented by shares having the
same par value." Payment for shares may be in cash or in kind, but may not
include services or labor; nor may an L.L.C. make a public offering of
securities."' The L.L.C. is fully constituted and the liability of its members
becomes limited when the constitutive contract has been signed by all the
members, all authorized shares have been subscribed and fully paid, and the
company has been registered in the Commercial Register.4 9
2. THE JOINT STOCK COMPANY
The S.A.O. is the form of company which is and should be used if there
are to be more than thirty members or if there is to be any public offering of
its securities. As indicated supra, the statutory provisions for the S.A.O.
were derived from the societe anonyme.
The management of a S.A.O. is vested in its board of directors which
must consist of three to twelve natural persons whose term of office may
not exceed three years, subject to reelection.50 If the articles of incorpora-
tion so provide, directors may appoint proxies to attend and vote at meet-
ings of the board. 5' If the articles of incorporation do not otherwise stipu-
late, ownership of at least one qualifying share is required to become a
director. 2
Following each annual meeting at which shareholders elect directors, the
board of directors is to meet to elect a chairman and such other officers as
are required by the articles." A S.A.O. may have, in addition, such other
officers as the shareholders or directors may from time to time decide.5" The
chairman of the board of directors is the chief executive officer of a
S.A.O. 55 The extent of the authority of the chairman, other officers and
other persons who may have authority to sign in the name of the company
must be filed in the Commercial Register. Unless authority is limited in the
:11d. art. 153.
"Id. art. 138. If there are any foreign members, the minimum paid-in capital is R.O.
150,000. F.B.I.L. art. 3(b).
'Comp. L. art. 139.
"1d. art. 140.
*Id. arts. 95, 102.
"Id. art. 100.
"Id. art. 97. An S.A.O. normally may not purchase its own shares. Id. art. 85.
"Technically, there may be annual meetings of shareholders at which no directors are elected
if the terms are for more than one year and not staggered. If this were the case, it would appear
from Comp. L. art. 100 that the officers would continue in office. Furthermore the statutory
provision is "electing a new board" not electing directors; this implies a whole new board
rather than staggered elections.
"Comp. L. art. 103.
"Id. art. 103.
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Commercial Register, all acts done by board members, the chairman or a
managing director in pursuance of the business of the company may be
deemed to have been within the scope of his authority. 6
The principal vehicle for shareholder action is the ordinary general meet-
ing of shareholders which has the authority to take all action which has not
been reserved to the board or to an extraordinary meeting of shareholders5
by the Companies Law or the articles of incorporation. 8 An annual ordi-
nary general meeting of shareholders must be held within six months after
the end of the company's fiscal year. The meeting's agenda must include the
following:59
(a) Consideration and approval of the report of the board of directors.
(b) Consideration of the auditor's report 60 and approval of the financial
statements.
(c) Declaration of dividends out of net profits or special reserves.
(d) Election of directors if the term of office of any of them has expired.
(e) Appointment of auditors for the ensuing year.
Action taken at an ordinary general meeting requires a vote of a majority of
shares present while action at an extraordinary general meeting requires a
three-fourths vote, but not less than one-half of all shares.
6
'
An S.A.O. must have at least three members and an authorized capital of
not less than R.O. 25,000 represented by shares having equal rights and the
same par value .6 At least one-fourth of the par value must be paid in upon
subscription in either cash or kind, contributions of services or labor not
being permitted.6 3 Share certificates are negotiable and may be in bearer or
registered form, except certificates representing partly paid shares and those
representing that portion of the capital which must be owned by Omani
nationals, which must be in registered form.
64
"Id. art. 104.
"I.e., a special meeting of shareholders. Action at an extraordinary meeting is required to
amend the articles of incorporation, which amendment does not become effective until ap-
proved by the Ministry of Commerce. Id. art. 123.
"Id. art. 119.
"Id. art. 120.
"An S.A.O. is required to have at least one auditor who shall be appointed by the general
meeting to serve until the next annual general meeting, subject to reappointment. Auditors
may be individuals with knowledge of the principles of accounting or firms of professional
auditors. They have the right to examine the books and records of the company and in their
report must express an opinion as to whether the financial statements submitted to the share-
holders "properly reflect the true financial condition of the company in accordance with
generally accepted principles of accounting." Id. arts. 111-14.
'Id. arts. 122, 124.
"Id. arts. 56, 58, 74, 75. If there are any foreign members, the minimum paid-in capital is
R.O. 150,000. F.B.I.L. art. 3(b). The Ministry has refused approval of the formation of an
S.A.O. when an L.L.C. would be suitable.
61Comp. L. art. 58. Payments on partly paid shares are due as may be specified in the
subscription agreement and the company may sell shares owned by a shareholder upon failure
on the part of the shareholder to pay any amount when due. Id. art. 80.
"Id. art. 73.
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Although all shares must have equal rights, the articles of incorporation
may provide for a division by class giving each class, by majority vote of the
class, the right to elect a specified number of proportion of the members of
the board of directors. If there is such a division by class, any increase in the
capital shall be proportionate among the classes unless otherwise voted at
an extraordinary meeting of shareholders. No resolution of a general meet-
ing shall affect the rights of a class unless a special meeting of the class
approves such a resolution. Preemptive rights to subscribe for additional
shares apply only to new shares of the same class.65
As is the case for an L.L.C., all shares of an S.A.O. must be subscribed
and if, at the end of the subscription period, any shares remain unsub-
scribed the formation of the S.A.O. must be abandoned or the capital
reduced." If the founders of the S.A.O. do not subscribe for all shares, they
may make a public offering which is to be made within thirty days after the
Ministry of Commerce has approved the formation of the S.A.O., subject
to an additional thirty days for good cause shown.67 The public offering is
made by means of a prospectus published in the Official Gazette and in such
other publications as the founders may elect, the founders being liable for
the accuracy thereof. 8 The public subscription period may not exceed
ninety days. 9
Within thirty days after the close of the subscription period, the constitu-
tive general meeting of shareholders must be called. It must be held in
accordance with the provisions applicable to extraordinary general meet-
ings. At this meeting the shareholders ratify the actions of the founders and
elect the members of the first board of directors and the first auditors.7" The
directors must register the company in the Commercial Register within
fifteen days of the constitutive general meeting.7 '
If there is to be an increase in the capital of a S.A.O., shareholders have a
preemptive right to subscribe for the new shares and any shares not sub-
scribed for by them are to be offered to the public in a manner substantially
similar to the procedures for the initial offering.72
In addition to the public offering of equity capital, a S.A.O. may have a
public offering of bonds if the share capital has been fully paid, the aggre-
"Id. art. 76.
"Id. art. 65. Flexibility in the amount of equity capital is obtained by use of the partly paid
shares with the right of the company to call on its shareholders for additional equity capital
should it be needed.
" Id. art. 61.
6Id. art. 62. Among the matters which must be disclosed in the prospectus are the following:
number of shares subscribed for and consideration paid by each founder, description of
contributions in kind, organizing expenses, use of proceeds, and material transactions between




"Id. art. 83. An extraordinary general meeting may resolve to increase the capital by the
issuance of new shares only if all theretofore authorized shares have been fully paid.
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gate principal amount of bonds outstanding and to be outstanding after
completion of the offering does not exceed the amount of equity capital,
and an ordinary general meeting has authorized the issue. The procedures
for the offering are similar to those for shares."3 The holders of bonds of
each issue constitute a "legal entity" and resolutions duly adopted at a
meeting of bondholders are binding on all bondholders of the same issue. 1
D. Commercial Agencies Law
Consistent with the concept that a company is a contract, the Commercial
Agencies Law defines a commercial agency as any agreement pursuant to
which a foreign manufacturer or supplier commissions a merchant or com-
pany in the Sultanate to sell, promote or distribute goods or to offer services
as an agent, representative or middleman for such manufacturer or sup-
plier."5 No distinction is made between an agent and a distributor, the term
"agent" being used throughout, even where the manufacturer or supplier
must reimburse the "agent" for all expenses incurred by him and indemnify
him for all commitments he may incur for acts done in furtherance of the
"agency agreement." ' 76
Commercial agents must either be Omani nationals by birth, or have had
Omani nationality for more than ten years, or be Omani companies with
Omani nationals having an equity participation of fifty-one percent or
more.7 7 If the commercial agent is a company, commercial agency must be
included under "objects" in the company's registration.
The commercial agency agreement must be in writing and each such
agreement constitutes a commercial agency. Thus any of the active Omani
merchants and trading companies may literally be required to file a hundred
such agreements. The agreement must be approved by the Omani Chamber
of Commerce and Industry and authenticated by a Chamber of Commerce
'Id. arts. 88, 89.
"Id. arts. 91-94.
"Commercial Agencies Law [hereinafter referred to as Comm. A.L.] art. 1. The Law
specifically enumerates transportation, travel and tourism agencies and insurance, publication,
press, publicity and advertising agencies.
"Comm. A.L. art. 8. This seems inappropriate and onerous in the case of a distributor.
However an analogous provision in the Commercial Agencies Law of the State of Bahrain,
Decree 23 of 1975, has not created any problems, implying that such provisions may not be so
interpreted. The term "commercial agent" in this article will thus apply to both distributors
and agents.
"Id. arts. 2, 3. As a matter of policy, the Ministry of Commerce had not permitted the
formation of companies whose object was to act as commercial agents in trade or importation
if there was any foreign equity participation. It is uncertain whether this policy will change with
the enactment of the Commercial Agencies Law or whether it will just be applied to increase
the Omani participation in companies formed prior to the adoption of the policy. The importa-
tion of goods for commercial, as opposed to personal use, is limited to persons who can qualify
as commercial agents. Commercial agents who do not meet the qualifications were given to
June 1978 to comply.
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and an Omani consul, or if there is none a consul from a member country of
the Arab League in the country of the manufacturer or supplier.78
The commercial agency agreement must be filed and registered in the
Register of Agents and Commercial Agencies and, upon such registration,
the commercial agency comes into being. Failure to register the agreement
renders it and the commercial agency void. Registration is valid for two
years and must be renewed thereafter for additional two-year periods.79
When a commercial agency agreement is submitted for filing, the com-
mercial agent must submit evidence that he will maintain adequate spare
parts and shops to service and maintain the goods covered by the agree-
ment." o The only statutory bases for refusing to register a commercial
agency agreement, other than a failure on the agency's part to comply with
the registration or filing requirements, are a limitation on the number and
nature of commercial agencies one person may have and a limitation on the
number of agencies for particular goods or services which may be pro-
mulgated by the Minister of Commerce upon the recommendation of the
Council of Ministers.'
The Minister of Commerce may cancel the registration of a commercial
agency if it was improperly registered or registered on the basis of false
information or for any other reason specified in the Commercial Agencies
Law or by regulations. 2
It should be noted that the Commercial Agencies Law does not require a
foreign manufacturer or supplier to have a commercial agent in Oman; it
merely defines who can qualify as a commercial agent and what the com-
mercial agency agreement, if any, must provide. However, the Minister of
Commerce may prohibit the importation of goods or services from manu-
facturers or suppliers who do not have a commercial agent or who cancelled
a commercial agency agreement without cause.8"
The Commercial Agencies Law provides for the award of damages for
"abuses of rights" which include, but are not limited to, the following8
(a) Termination of an agreement of unlimited duration by either party
without cause.
"Id. art. 6(a). The statute states that the foreign chamber of commerce and the consul are to
"approve" the agreement if executed outside the Sultanate. What was actually intended, and it
is so interpreted, is that all agreements with foreign manufacturers or suppliers shall be
"authenticated" by the chamber and the Consul no matter where executed. The rationale is
that the Omanis believe all chambers of commerce to have statutory quasi governmental
powers as in civil law countries so that the authentication certifies the existence and good
standing of a company as well as the authority of the signatory to bind the company. The
requirement for consular authentication is the standard legalization.
"Id. art. II. Ministry of Commerce Decision 9-77, O.G.S.O. No. 127, June 5, 1977.
I1d.
1'Id. art. 14.
"Id. art. 15. No such regulations have been adopted as yet.
"Id. art. 5.
"Id. art. 10.
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(b) The refusal, without cause, on the part of the manufacturer or sup-
plier to renew the agreement upon its expiration if the commercial
agent was "successful" in distributing the product or services.
(c) The resignation of the commercial agent without cause at an "incon-
venient time" resulting in damages to the manufacturer or supplier.
The Commercial Agencies Law also prohibits a manufacturer or supplier
from acting directly or indirectly in the territory of the commercial agent
and safeguards the latter's commissions or profits in the event of prohibited
action.85
The Commercial Agencies Law also provides that no person may import
goods into the Sultanate unless such person meets the requirements for a
commercial agent (except that, if a company, the object included among the
"objects" of the company should be "importation" instead of "acting as a
commercial agent"). 86 The Ministry of Commerce is currently interpreting
these provisions to exempt importation of goods for "personal" rather than
business use. As a practical matter, this would mean that an Omani com-
pany in which Omani nationals do not have a fifty-one percent equity
participation would not be permitted to import any equipment, supplies or
merchandise unless the Ministry were to grant an exemption from the appli-
cation of the Law.
!11. Income Taxes
Other than taxation related to petroleum production, the only income tax
levied in the Sultanate is that on companies. The Tax Decree imposes an
income tax on each of the five forms of companies which may be formed in
Oman and any such companies, wherever formed, carrying on a trade or
business in Oman (other than production of petroleum) through a perma-
nent establishment, whether as principal or agent. "7 Permanent establish-
ment is defined "as a branch, management or other fixed place of business
and does not include an agency unless the agent has and habitually exercises
authority to conclude contracts on behalf of"88 the company.
Decree 21/75 exempts companies wholly owned by Omani nationals from
income tax through July 1, 198211 and companies whose main objective is
"industry, agriculture and fishing from taxation for five years from the
date of their formation.9" In addition, Decree 21/75 authorizes the Minister
of Commerce to exempt companies with a paid-in capital in excess of R.O.
100,000 which are participating in "the development of the national econ-
"Id.
"Id. arts. 2, 3.
"Tax Decree, arts. 1, 2. Royal Decree 21/75, art. 1, O.G.S.O. No. 82, July I, 1975 [he-
reinafter referred to as Decree 21/751.
"Tax Decree, art. 2[llm[l].
"Id. art. 2.
"Id. art. 3. There is no definition of what constitutes "industry." Although not stated, it
would seem that the exemption would only apply to companies formed under Omani law.
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omy" from the payment of income tax for five years from the time of
organization with one permissible extension of five years.'
The Tax Decree provides a graduated income tax varying from five per-
cent for taxable income of R.O. 5000 to fifty percent for taxable income in
excess of R.O. 500,000.92 If, however, the equity interests of Omani na-
tionals in a company exceed fifty-one percent or are between thirty-five and
fifty-one percent, the income tax is levied at a flat rate of fifteen percent or
twenty percent, respectively, on taxable income in excess of R.O. 20,000.11
Taxable income must be computed in accordance with a generally ac-
cepted method of accounting which must be used on a regular and consis-
tent basis on either the cash or accrual method."4
The declaration of taxes due filed by a company must be based on records
which are correct and fairly reflect its income. If an internationally recog-
nized firm of accountants approved by the Director of Income Tax certifies
that the company's records for any taxable year are correct and fairly reflect
the company's taxable income for that year, and that the declaration con-
forms to those records, the declaration of taxes due by that company shall
be accepted as correct in the absence of contrary evidence.95
IV. Committee for the Settlement of Commercial Disputes
The Committee for the Settlement of Commercial Disputes ("Disputes
Committee") was originally created by the Companies Law to have jurisdic-
tion to hear and decide criminal and civil actions between and against
merchants, companies, their members, managers, auditors and liquidators.
This jurisdiction was subsequently expanded to cover all commercial activi-
ties as well as the adjudication of matters arising under the Companies
Law. 6 In addition, the Disputes Committee has jurisdiction over cases
arising under the Commercial Register Law97 and the Commercial Agencies
Law."
The Disputes Committee consists of nine members: three officials from
the Ministry of Commerce, one of whom is chairman; the chairman of the
Oman Chamber of Commerce and Industry; and five Omani business-
men. 9 A quorum consists of six members and decisions require a majority
of the members present (but not less than four) with the chairman's vote
determining the outcome in case of a tie.'0 °
'Id. art. 4.
"Id. art. 2(n). This does not apply to income from petroleum production.
"Royal Decree 65/77, O.G.S.O. No. 134, October 1, 1977.
"Tax Decree, art. 7.
"'Id. art. 9.
"'Comp. L. art. 175. As a practical matter, the Islamic courts will now generally refuse to
hear commercial cases.
"Commercial Register Law, art. 19.
'Comm. A.L. art. 18.
"Comp. L. art. 173(b).
'"Id. art. 176.
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Although hearings of the Disputes Committee are required to be open to
the public,'"' it has been the practice of the Disputes Committee to exclude
from the hearing all persons other than the one testifying. Parties may
attend through attorneys-in-fact who have a certified power of attorney,'
but may not be represented by lawyers."03
The Disputes Committee is required to decide cases on the basis of the
following:1°'
(a) Decrees, laws and regulations in force in the Sultanate.
(b) The contract rights and obligations of the parties so long as these are
not illegal and do not contravene public policy.
(c) The law-merchant.
(d) Justice and fairness.
It is the practice of the Disputes Committee to decide cases on the basis of
what the Committee thinks fair and reasonable under the circumstances and
not on the basis of legal rights and obligations or "legal law." In examining
the actions of the parties, the Committee will use a "reasonable man" test
to evaluate the conduct of a party, that reasonable man being as fictitious as
any in the United States.
Proceedings before the Committee are initiated by the filing of a com-
plaint with exhibits and evidence, a copy of which is served by the Commit-
tee on the defendant who is required to file his answer within ten days of
service.' 0 The current practice of the Disputes Committee is first to hear the
plaintiff and then the defendant, reserving the right to recall the plaintiff,
neither party being present while the other is testifying.
Decisions of the Disputes Committee are written, enforceable and not
appealable.'0 6 The Committee has been as reluctant to employ sanctions
against a "poor" defaulting debtor as were the Islamic courts and although
the Disputes Committee made up of government officials and members of
the Omani business community, it has rendered decisions against the Gov-
ernment and against leading members of the local community in favor of
foreign entities. Because decisions are made on an ad hoc basis and are not
made public, it is difficult to establish patterns of reasoning and rationales
which would provide a measure of predictability to litigation.' 7
'WId. art. 177(a).
121d. art. 177(b).
'°There is no prohibition of the preparation of pleadings and other documentation by
lawyers.
'"Comp. L. art. 179.
11I1d. art. 180.
'"Id. art. 189.
"'An additional problem is that so far neither the Disputes Committee nor the Islamic courts
will enforce a foreign judgment. It will be considered only as evidence.
Modern Business Law in the Sultanate of Oman 117
V. Conclusion
As more laws have been enacted regulating and governing business in the
Sultanate, the days when foreigners could make their deals and come on the
scene have ended. The foreigner will find it increasingly advantageous to
plan his activities carefully, not only to avoid illegality, but also to circum-
vent some of the more onerous legal and financial requirements. While this
is normal procedure in most countries, the absence of a complex legal
structure in the Sultanate previously encouraged foreign enterprises to con-
duct their business in Oman without reference to Omani law. Such times are
past.

